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REPORT 
TO THE SHAREHOLDERS 
(for the six months ended December 31, 1967) 


Your directors are pleased to present this 
report which includes an audited income 
statement for the six months from July 1, 
1967 to December 31, 1967, and for the 
year 1967. Also included is a consoli- 
dated balance sheet as at December 31, 
1967, with comparative figures for the 
corresponding periods of 1966. The pres- 
entation is made in this form as the Com- 
pany’s fiscal year-end was changed from 
June 30 to December 31. 


The following comments on the operation 
and other developments of interest as well 
as Statistics relate to the full 1967 year. 


Particular effort is being exerted to extend 
services into areas of new housing devel- 
opments and considerable progress has 
been made in obtaining building con- 
tractors’ co-operation. As a result, the 
number of new residential and water 
heating customers has increased sub- 
stantially. 


An energetic marketing program is being 
implemented with the co-operation of man- 
ufacturers. This includes reactivating the 
home service department, more promo- 
tional advertising and group meetings 
with dealers to explain new policies. There 
are presently more than 250 heating con- 
tractors, plumbers and appliance dealers 
actively engaged in the sale of gas equip- 
ment. Results from the new _ program, 


introduced September 1, have been most 
gratifying — 11,523 gas appliance instal- 
lations were made in the last four months, 
more than double the number installed in 
the like period last year. 


The present daily contracted gas volume 
is 112,000 Mcf. Under a new contract, 
an additional supply of 32,500 Mcf per 
day will become available November 1, 
1968, increasing by annual increments to 
56,000 Mcf per day in 1972, for a total 
volume at that time of 168,000 Mcf per 
day. 


In addition to contracting for an ample 
supply of gas to meet anticipated market 
growth, your management, through its 
studies, recognizes the need for extensive 
peak shaving facilities. For the short term, 
winter peaking service is being provided 
by Trans-Canada Pipe Lines Limited, from 
the propane-air plant and from holder 
storage. Plans are now under way to build 
a liquefied natural gas plant in Montreal, to 
be completed in time to provide peak 
shaving gas for the 1969-70 heating 
season. 


Programs are being energetically pursued 
to ensure the safety of the distribution 
system and to increase capacity of the low 
pressure cast iron mains to meet growing 
demand from heating customers. 


A large diameter cross-town feeder in 
downtown Montreal will be installed in 
1968. This important adjunct to the system 
will enable the Company to supply more 
large volume customers in the downtown 
areas. 


In September, 1967, your company ac- 
quired the gas distribution system in the 
City of Sherbrooke, Quebec, through a 
wholly-owned subsidiary, Gaz du Québec, 
Inc., formerly St. Lawrence Valley Gas 
Company Limited. Results of the operation 
since the acquisition are included in this 
report. 


The Sherbrooke system serves 5,063 cus- 
tomers with propane-air, principally for 
cooking and water heating. 


Studies are currently under way to expand 
gas supply and services into other areas, 
east of Montreal. 


Following are highlights of 1967 results: 


@ Gas sales revenues were $37,200,489, 
an increase of 4.3% over 1966. Sales to 
residential customers produced 48.2% 
of the total. 


m Residential customers being served at 
the year end totalled 202,202. Of these, 
85,750 were heating with gas, a gain 
of 4,224 during the year. The target for 
1968 is 17,500 additional heating cus- 
tomers. 


m@ Net income was $1,777,473 compared 
with $1,868,139 for 1966. Higher la- 
bour cost, taxes, interest charges and 
lower profit from the coke plant more 
than offset an increase in gross profit 
from gas sales. 


@ Capital expenditures were $11,581,861 
for main extensions, system renewal 
and improvement, equipment on cus- 
tomer’s premises and for the comple- 
tion of new administrative and operat- 
ing facilities. 


A total capital expenditure of $23 million is 
planned for 1968. The major portions will 
be for system expansion and the con- 
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tinuing program of replacing cast-iron 
mains and improvement of the system, 
including the cross-town feeder and peak 
shaving facilities. A substantial amount 
will also be required for financing rental 
equipment installations. 


An effective job is being done in locating 
and repairing leaks by expanded working 
crews and the use of mobile detection 
units which progressively cover the entire 
Montreal system. 


Mr. Albert Langevin, O.C. resigned from 
the board of directors on November 1, 
1967. His resignation, necessitated by his 
appointment to the honoured position of 
judge of the Provincial Court, was regret- 
fully accepted. He was one of the original 
directors and has sustained a profound 
interest in the development of the Com- 
pany. 


Your management feels that your company 
has made sound progress during the past 
year. It will continue its effort to strengthen 
your company’s position through further 
system improvement, market expansion, 
operating economies and earnings. 


ROBERT B. CRADDOCK 
Chairman of the Board 


CARL H. HORNE 
President 


QUEBEC NATURAL GAS CORPORATION 
AND SUBSIDIARY COMPANIES 


(incorporated under the laws of Quebec) 


ASSETS 
1967 1966 
PROPERTY, PLANT AND EQUIPMENT, at original cost (Note 5) ....... $ 129,652 $ 118,995 
Eess—— Accumulated Ge preciatiOnicmiamucia rman ces mci mune tcc rane 23,243 PX |, 7/810) 
106,409 97,245 
INVESTMENTS 
Marketable securities, at cost (market value $39,000) ......4.2.2.2.02..424.. 125 125 
Mortgages receivable, exclusive of current portion .........4..4.22.2.~2,4 3,501 2,586 
Other: Gi 2 yd AA Ce sa, so er, 413 Wl 
4,099 2,788 
CURRENT ASSETS 
Cash a. ter det es iis) eee ee oe oe al ed DU hen Poe ocd cor US i 622 746 
Notes:réceivables "i4en 4 UP tia ee he es Oe a eS 967 671 
Mortgages receivable; current pOrtiOmmian. a smeensece) cie ne) eee) ec ee 748 477 
Accountsirecéivables sues (a ee a oo Er ce ee eee 4,825 3,264 
Wnbilled:gas sales\s- 4 Es cee 2s US eee eek. co 6 BE oe eee ae 3,076 Zoo 
lnventoriesnaticost jets) ee eee ot Se es ho ey os ee 4,360 3,786 
Prepayments;advancesi andad CPOSICS mame cere titan mre eae 1,268 840 
15,866 12,699 
DEFERRED CHARGES, less amortization (Note 6) 
Debt discount and'expense” <7 =) = 6.0 ea fa ee 2,910 3,125 
Conversion: expense aw) (eye he 8 ee mie, eae een geen a) ee ec 2,336 2,803 
Other... ed vay eee Joe pee ee Rey reg eee 455 230 
5,701 6,158 


$ 132,075 $ 118,890 


APPROVED ON BEHALF OF THE BOARD 
R. B. CRADDOCK, Director 
GUY VANIER, Director 


CONSOLIDATED BALANCE SHEET 
AS AT DECEMBER 31, 1967 


(thousands of dollars) 


SHAREHOLDERS’ EQUITY 


CAPITAL STOCK 


Authorized — 
300,000 Preferred shares with a par value of $100 each 
10,000,000 Common shares with a par value of $1 each (Note 7) 


Issued — 


100,000 5.40% cumulative redeemable preferred shares, 1965 series, currently 
redeemable at $105.40 per share 


75,000 5%% cumulative redeemable preferred shaven 1966 ceries. currently 
redeemable at $105.00 per share Aa ea eain 


3,556,380 Common shares (1966 — 3,545,580) 
PREMIUM ON COMMON SHARES . 


RETAINED EARNINGS (subsequent to June 30, 1964) (Note 8) 


LIABILITIES 
LONG-TERM DEBT — per statement 
BANK LOANS (Note 9) . 


NOTES PAYABLE TO PARENT COMPANY (Note 9) . 


CURRENT LIABILITIES 

Notes payable 

Accounts payable and msde. 

Accrued interest ie 

Taxes other than on income . ae me cee 
Current maturities on long-term debt — per statement . 


CONTRIBUTIONS IN AID OF CONSTRUCTION . 


CONTINGENT LIABILITIES AND COMMITMENT (Notes 12 and 15) 


1967 


$ 


10,000 


7,500 
3,556 


6,594 


3,509 


31,159 


70,350 


13,000 


4,000 


17,000 


710 
6,907 
1219 

577 
3,067 


12,480 


1,086 


$ 132,075 


1966 


$ 10,000 


7,500 
3,546 


6,502 


2,684 
30,232 


$ 118,890 


The accompanying notes are an integral part of this statement. 


QUEBEC NATURAL GAS CORPORATION 
AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF INCOME 
AND RETAINED EARNINGS 

for the six months ended December 31, 1967 

(thousands of dollars) 


6 Months Ended December 31 12 Months Ended December 31 
1967 1966 1967 1966 
REVENUE 
(CRBS CEES EMalordarrr ikon s a 2 6 6 « 69d 4 6 6 o $ 18,075 $ 17,107 $ 38,504 $ 36,602 
EXPENSES 
(OVALS elavel ANIMES » 5 4 Go 6 6 56 6 6 9 6 0 0 13,953 13,597 27,5771 27,090 
Coke) operation — neta(credit)imee 4 ele oe een ene { 483) ( 94) (. 308) ( 793) 
Depreciation (Note13) . . ............ . 9 Jee 1,185 | 2412 2,281 
Ainortization. .. Seen cde per er eee, eee Dee 233 - aee 466 
Taxes, other than income taxes. ........... 828 648 1627 1,290 
MERC ets Cli Ab 6 6 & 6 6 o o a bo ob oo 6 2,197 2,156 7 4423 4,236 
Other interest::. Seen” cll ae Oh enn, eee 277 (16) | 382 24 
Amortization of debt discount and expense ...... . 90 88 178 140 
18,359 17,797 36,727 34,734 
NET INCOME (LOSS) (Note 10). .......... ( 284) ( 690) 1777 1,868 
RETAINED EARNINGS at beginning of period. . .. . 4,269 3,850 2,684 : : 1,635 
3,985 3,160 4,461. 3,503 
Dividends on preferred shares ........2.2.2.~. 476 476 952 819 
RETAINED EARNINGS at end of year (Notes 2 and 8) . - 3,509 $ 2,684 $ 3,509 | $ 2,684 


The accompanying notes are an integral part of this statement. 


CONSOLIDATED STATEMENT OF SOURCE 
AND APPLICATION OF FUNDS 

for the six months ended December 31, 1967 

(thousands of dollars) 


6 Months Ended December 31 
1967 1966 


SOURCE OF FUNDS 


NEIOSSHOlthe Dec HlOCMmmmrn ames Srv ea, Gr eR Mele 4 ee es a Sw $( 284) $( 690) 
DEDLCClatlO ll MEME OR cle Cte ec ay Se ee GAS 4 Coewt 1,264 1,185 
PunOmizaAlOn OlCOnVersiOn Expense Fe. ee ea a 233 233 
Amortization of aebt discount and expense 9s. =. . « =. . . « ss 6 © « 2 90 88 
From ppevations: ae nO ft ree ee er eS Cn Saas oe let 1,303 816 
HoansmromsparentcOMmpanyarnaras a Hn en «lease ees fF ow. ee ss, @ SO 4,000 -- 
EVIE STIG, 28h og. ce aS SRR 5,800 3,800 
FILStmOngage DONnCS mamma: mmr ans Gyn. M mee SNS Teh es, Poet bo a) a we — 6,000 
Disposalion property plantiandequipment. 4.0.02 4 « 4 = = « «0s 6:5 6 « 4 4 © 345 208 
Coniuburons im aig Orconsiwuction «is. 2 Sak os ek we Ow eee 22 14:3 
RES CORANCOCUCMEMEPMEMIE ERS Gt es, Se Se FT Ae ee ee 106 — 
11,576 10,937 


APPLICATION OF FUNDS 


AGIOS tOmplLopentyaplantanGsequipment.. sn) se se ee sees oy kate 7,886 8,064 
ReEGUCTIORMNEONG=tehm debt mmemmrme 4 Glee a es 4s a we oe mo we © Yee 1,265 437 
Expenses Of issuelOlmirstamontgage bonds... 6. so le 6 ss 2 as sts ee — 280 
investinentanmmongages=——Metrn ir se oem, Mee Ye) ae ks cede Soc: Cae 352 659 
DividendsronuprereredrshareSwa. ce sk) wee ey ee eee es, Gooch ae ke ee, 476 476 
Pancka CGUITCGMOtMmLCSAlCME minis ton) ha eRe ee eto fomes 4 toh Sete yeh a> far Use. it aS 52 — 
SpeclaretundablestaX@emamns cs ec sc See Sse eee See! Go, ee 26 58 
RSC AICO GMa mnMPEE oe tee xe as, Sows Seu ceeds. iPass pe le ow ewe — 230 

10,057 10,204 


INCREASE IN WORKING CAPITAL .............. 2.2... $ 1,519 $ 733 


The accompanying notes are an integral part of this statement. 


QUEBEC NATURAL GAS CORPORATION 
AND SUBSIDIARY COMPANIES 


STATEMENT OF LONG-TERM DEBT 
as at December 31, 1967 
(thousands of dollars) 


he: Seared Balance as at December 31 
Maturity One Year 1967 1966 
QUEBEC NATURAL GAS CORPORATION : 
FIRST MORTGAGE BONDS . 
6% Series. <.. «(2m GAGRISME 0 Ocueat ine et as 1980 $ 620 $10,729 $11,349 
5%% Series, payable in U.S. funds . 2... 0 ee ee 1980 404 ae 7,405 
6% Series: |. -s-v SOMME CURE Toca cd ae rr ceed 246 2=si«7,688=~:*=“‘«‘«S« 938 
54% Series; payablein:U:Ss funds) .. % 201 ces, nee 1987 120 3,760 3,880 
6%, SENOS! socck an culgge See eA Te Epa, ee pe 1988 135 4,365 4,500 
7% Series {30 “= ele ee Sn we ee Oe ek 1990 —— — 6,000 6,000 
U.S. exchange-adjustmenty Gy wakes ck ss. Geek), ee ook 42 : 2 874 © 952 
GENERAL MORTGAGE BONDS 
GUu.% Series “BOOS aay eee Bee an we et Lee at: ee 1968-69 750 : 1,500 1,500 
6% Series: “Gs CoN ene ee ve oe! a ea Gale oa re 1988 250 10,000 10,000 
6% Series “Tl 3:5 Ree ee pic) ae ee ce ee es 1989 — : 2500 2,500 
5%% SUBORDINATED DEBENTURES .............. 1985 500 19,000. 19,500 
$ 3,067 73,417 75,524 
LESS — Payments due within one year included in - 
current liabilities:c7 aes ee Be PS ce ee eee _ 3,067 __ 2,069 


$70,350 $73,455 


In addition to the above, $10,000,000 General Mortgage 
Bonds, 6% Series ‘‘H’’ due June 1, 1988, which had been 
lodged with banks as collateral security for loans out- 
standing from time to time, have been returned and are held 
by the Company. 


The accompanying notes are an integral part of this statement. 


NOTES TO THE 
CONSOLIDATED FINANCIAL STATEMENTS 
for the six months ended December 31, 1967 


1. Principles of consolidation 

The consolidated balance sheet of Quebec Natural Gas 
Corporation (the ““Company’’) as at December 31, 1967 
and the consolidated statement of income and retained 
earnings for the six months ended on that date include the 
accounts of Gaz du Québec, Inc., formerly St. Lawrence 
Valley Gas Company Limited and of Hochelaga Develop- 
ment Company Ltd., two wholly-owned subsidiaries. 


Gaz du Québec, Inc. started its operations on September 14, 
1967 after acquiring the gas distribution system of the City 
of Sherbrooke on September 13, 1967. 


2. Fiscal year-end 

During the period, the Company's fiscal year-end was 
changed from June 30 to December 31. The accounts for 
the six months to December 31, 1967 are compared with 
those for the six months to December 31, 1966 and for 
the twelve months ended December 31, 1967 and 1966; 
the consolidated statement of income and retained earnings 
for the year ended December 31, 1966 has not been 
audited as such. 


3. Exchange conversion 

All assets and liabilities in United States dollars are stated 
at their Canadian equivalent as of the date of the con- 
solidated balance sheet. 


4. Reclassifications 
Certain figures for 1966 have been reclassified on the state- 
ments to conform with those for 1967. 


5. Property, plant and equipment 


Fixed assets at December 31, 1967 consist of the following : 
Lect] armel TewilelsIS 5 5 5 5 6 6 5 of o © thSpr4otspsyopy 


Gas storage facilities . ace 731,600 
Gas distribution systems (includ- 
ing mains, services, meters, sta- 
TlOmSranCgSettingS) mamewnonn. | samen oo) eee 93,108,053 
Equipment oncustomers’ premises. . . . 4,867,626 
Othe eee co Fees ek Pe 15,306,731 
Construction and retirement work 
INsPlOGIESS saan ES Poi). se eo ee Ges 2,379,308 
129,652,120 
Accumulated depreciation. . ..... 23,243,241 
$106,408,879 


These assets are being depreciated over their estimated 
useful life. 


6. Deferred charges, less 


amortization 
Debt discount and expense is being amortized at varying 
rates not exceeding 25 years. 


Conversion expense represents costs of converting cus- 
tomers to natural gas. 


Other deferred charges consist of: 


Rate hearing expenses . . ..... . .. . $289,074 
MovingiexpenseSanu:. =) suerte afer aeene 96,367 
Territory enlargement cost ....... . £939,178 
Data processing conversion expenses . .. . 24,775 
Organization expenses. ......... 6,057 


$455,451 
7. Capital stock 


214,120 common shares are reserved for issuance against 
the exercise of share purchase warrants which accompanied 
the General Mortgage Bonds, 6% series G, issued in 1963 
and 6% series |, issued in 1964, entitling the holders 
thereof to purchase such shares on or before June 1, 1968 
at $9.50 per share, and thereafter at any time up to and 
including June 1, 1973 at $12 per share. 150,000 common 
shares are reserved for issuance against the exercise of 
share purchase warrants which accompanied the 5%% 
cumulative redeemable preferred shares, 1966 series, 
entitling the holders thereof to purchase such shares at 
any time up to the close of business on April 15, 1976, at 
$15 per share. 


The outstanding common shares include 214 shares 
issuable upon surrender of fractional warrants aggregating 
full shares. These fractional warrants were issued upon 
conversion of the 6% redeemable preferred shares, 1959 
series. 


8. Dividend restrictions 

Payment of dividends on common shares is restricted 
under the provisions of the instruments securing the first 
mortgage bonds and the general mortgage bonds and the 
provisions relating to the subordinated debentures and to 
the preferred shares. The total retained earnings are so 
restricted. 


9. Bank loans and notes payable 

The Company proposes to repay these demand loans out 
of the proceeds of long-term financing. Of the bank loans 
$3,000,000 is secured. 


QUEBEC NATURAL GAS CORPORATION 
AND SUBSIDIARY COMPANIES 


10. Income taxes 


For federal income tax purposes, accumulated losses which 
may be offset against future taxable income, have been ad- 
justed at December 31, 1967 to approximately $3,110,000. 


For provincial income tax purposes all available losses from 
prior years have been utilized. 


Property, plant and equipment at December 31, 1967 is 
as follows: 


Net book value of utility plants, 
including non-depreciables of 
$4,804,144 amountsto. . .. . . . . $106,409,000 


The capital cost allowances that 
may be claimed against taxable 
income in future periods approxi- 
matés co oe ee oe oy ee eee 89672-55000 


11. Capital expenditures 


It is estimated that the companies will expend approxi- 
mately $23,000,000 on capital projects during the year 
ending December 31, 1968. 


12. Contingent liability 


A suit has been filed by the National Harbours Board 
against the Company for rental for the use of Jacques 


Cartier Bridge to carry a pipeline over the St. Lawrence 
River. The ultimate outcome of this action is not presently 
foreseeable. The Company has made a provision in the 
accounts which it considers reasonable for such rental. The 
amount claimed by the National Harbours Board is 
$120,000 per annum from November 27, 1959, plus interest. 


13. Depreciation 


In addition to the depreciation shown in the consolidated 
statement of income and retained earnings, depreciation of 
$94,132 in respect of automotive equipment was charged 
to property, plant and equipment and to other accounts. 


14. Directors’ and senior officers’ 
remuneration 


The remuneration of Directors and Senior Officers of the 
Company aggregated $117,092 for the six months ended 
December 31, 1967. 


15. Commitment 


On November 6, 1967, the Company made an offer to 
purchase the proven gas reserves of Laduboro Oil Ltd. and 
the gas distribution system of its wholly-owned sub- 
sidiary Radisson Natural Gas Ltd. which offer has been 
accepted. The transaction has not yet been completed and 
may involve payments up to $950,000. 


Auditors’ report to the shareholders 


We have examined the consolidated balance sheet of Quebec Natural Gas Corporation and subsidiary companies and the statement of 
long-term debt as at December 31, 1967 and the consolidated statements of income and retained earnings and source and application of 
funds for the six months ended on that date and have obtained all the information and explanations we have required. Our examination 


included a general review of the accounting procedures and such tests of accounting records and other supporting evidence as we considered 
necessary in the circumstances. 


In our opinion and according to the best of our information and the explanations given to us and as shown by the books of the companies, 
these consolidated financial statements are properly drawn up so as to exhibit a true and correct view of the state of the affairs of the companies 
as at December 31, 1967, the results of their operations and the source and application of their funds for the six months ended on that date, 
in accordance with generally accepted accounting principles applied on a basis consistent with that of the preceding year. 


Samson, Bélair, C6té, Lacroix et Associés, 
Chartered Accountants. 


Montreal, February 2, 1968. 


Peat, Marwick, Mitchell & Co. 
Chartered Accountants. 
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FIVE YEAR STATISTICAL COMPARISON 


OPERATING REVENUES 
Gas Sales 


usta freee: See, 4. 


Industrial Subject to Curtailment 
Commercial 
Domestic 
Resale 


OPERATING EXPENSES AND TAXES 


DasuCnaSeu eae roth ss Re eee. « LIS 
Operating and Maintenance... .. 2... 2... 
DenreciitOimoer foe Mh coe eee hs Gee es} 
Amortization... ..... Pe eS, Se SE 
Taxes—Provincial and Municipal .........~. 
SacOcencone: ewes i... Sie hte. . Reo x 


OTHER INCOME 


PUTIEAIIC OIG On RR eA gies eo a A Se ve 
EXOSSINCOMO Men er SS Se ee 


INTEREST AND OTHER DEDUCTIONS 


Interest on Long-Term Debt and Bank Loans 
Amortization of Deferred Charges 


Interest Charged to Construction (Credit)... .... 
Total Interest and Other Deductions ........., 


SU ULE UL | Sed aaa ee er 


EARNINGS AND DIVIDENDS 


Earnings Available for Common Shares ........ 
Common Shares Outstanding at YearEnd ....... 


Earnings per Common Share 


FINANCIAL DATA 


Property, Plant and Equipment 
Accumulated Depreciation 


Deferred Charges — Unamortized Debt Discount and 
EXDGNSES Aa en eka ae ee 


— Capital Stock Expense 


— Other 
Long-Term Debt 


rent Assos eee... Re an SE 


ie Sw Ta ee. ee ee oe, ee os) te 


em Ae Ne 


1967 (A) 


$ 5,421,921 
2,953,655 
5,408,931 

19,830,050 
3,585,932 
936,293 


18,516,024 
8,752,520 
2,411,135 

466,536 
1,626,905 


6,363,662 


367,639 


4,959,585 
178,100 
( 183,857) 


$ 824,973 


3,556,380 
$ 0.23 


$129,652,120 
$ 23,243,241 


— Reorganization Expense... ... 


$ 2,909,667 
$ = 
$ = 
$ 2,791,510 
$ 70,350,116 


$ 15,866,042 
$ 12,479,657 


1966 1965 1964 1963 
$ 4,723,734 $ 4,336,108 $ 3,407,290 $ 2,665,296 
2,958,679 2,831,643 4,510,222 4,237,784 
4,612,523 4,260,054 3,767,592 3,358,620 
18,703,780 18,442,172 17,481,652 15,546,113 

4,683,420 2,996,809 — — 
817,398 709,864 711,529 716,490 
36,499,534 33,576,650 29,878,285 26,524,303 
18,379,363 16,187,447 14,104,569 11,988,568 
7,917,889 6,877,467 6,418,754 6,761,782 
2,280,776 2,252,015 1,818,496 1,775,296 
466,536 466,536 466,536 466,536 
1,289,806 1,186,311 1,066,804 1,008,171 
30,334,370 26,969,776 23,875,159 22,000,353 
6,165,164 6,606,874 6,003,126 4,523,950 
102,996 187,377 189,934 70,237 
6,268,160 6,794,251 6,193,060 4,594,187 
4,416,265 4,550,619 4,691,196 4,387,888 
140,146 166,089 162,833 153,150 
( 156,390) ( 53,002) ( 47,193) 27,653) 
4,400,021 4,663,706 4,806,836 4,513,385 
$ 1,868,139 $ 2,130,545 $ 1,386,224 80,802 
$ 1,049,514 $ 1,756,545 $ 1,386,224 80,802 
3,545,580 3,545,560 1,925,660 1,753,340 
$ 0.30 $ 0.50 $ 0.72 0.05 
$118,994,563  $105,135,421 $ 97,228,266 89,631,682 
$ 21,750,042 $ 19,237,397 $ 16,870,414 15,041,962 
$ 3,124,682 $ 2,961,310 $ 3,076,981 $ 3,225,822 
$ — $ 129 $ 660,762 660,750 

$ 14,614 $ — $ — = 
$ 3,017,674 $ 3,525,206 $ 4,205,390 $ 4,602,867 
$ 73,455,319  $ 69,929,788 $ 72,438,824  $ 66,482,306 
$ 12,699,762 $ 11,318,985  $ 11,466,314 $ 11,642,028 
$ 10,426,014 $ 9,634,579 $ 8,037,503 $ 9,523,451 
$ 2,273,748 $ 1,684,406 $ 3,428,811 $ 2,118,577 


$ 3,386,385 
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FIVE YEAR STATISTICAL COMPARISON - continued aS 


SYSTEM DATA 
Miles of Pipe at Year End — Distribution and 
Transmission 


Expenditures for Plant Additions. .......... 


Active Customers at Year End — Industrial 
— Commercial 
— Domestic 
— Resale 
— Total 


Number of Employees 


Number of Communities Served ......2.2.2.. 
Number of Franchises Held... .......2.. 


MARKET DATA 


Potential Market on Main — Number of Customers ... . 


Market on Main Sold 
GAS DELIVERIES AND SUPPLY 


Gas Sales — Industrial Firm. . .....2..2... 
— Industrial Subject to Curtailment... . 
— Gommercials.. =. See eek eee 
== DOMOSTC =. 2... << Seeurree ca tee ee 
= ROSHGi.. ~) 6. So LHe oe ne 


— Total 


Degree Day Deficiency— Actual. ......... 
Degree Day Deficiency—Average ......... 


Degree Day Deficiency — Percent Actual to Average 
Natural Gas Under Contract 


Daily Contract Demand (effective November1)... . 


RATIOS AND AVERAGES 
Average Number of Customers Billed 


— Industrial Firm...) see ce ee 
— Industrial Subject to Curtailment... . 
— Commercials =... an. pee ee 
— Domestic “2os-2: ; 5 eae a, ee 


Average Use Per Customer 


—Industrial Firm. ......... an 
— Industrial Subject to Curtailment . . . . 
= Commercial. = saa ee 
— Domestic*:.*s Fee ae ae 


Average Revenue Per Mcf 


= Industrial Firmi@uw Sh 2 ONS ee 


a) Vel cake Ja ofa” on 


$ 


% 


— Industrial Subject to Curtailment . . . . 
== COMMENCIAl Eten ee hee ee ee 
= Domestic... . os ieee eee 


Average Revenue Per Customer 


== (Industrial Firm. 2 4045. sO eee 


— Industrial Subject to Curtailment . . . . 
— Commercial .¥ 2: See gees ee 
— Domestiowt. 37 3. ae eG See 


Number of Feet of Distribution Main, 


Per Yeariend Customers: co Sues oe ee 


First Mortgage Bond Interest Expense 


Total Interest Expenses, after Capitalization. .... . 


Ltd., incorporated during the year. 


Funded Debt Interest Expense... ......2.2.~. 


NOTE (A) — These figures include the consolidation of Gaz 
du Québec, Inc. and Hochelaga Development 


1967 (A) 1966 1965 1964 1963 
1,264 1,220 1,197 1,171 1,114 
13,801,532 $14,779,580 $ 8,294,649 $ 8,245,739 $ 9,110.03 
1471 1AT6 1,340 1,320 1,317 
9.818 9,684 9,685 9.573 9.582 
202,976 199,326 203,113 205,894 207,522 
214,265 210,427 214,139 216,787 218,421 
TA15 1,447 1,420 1,364 1,351 
55 55 52 47 46 
2 1 1 1 1 
344,045 333,927 333,539 329,587 316,121 
62.3 63.0 64.2 65.8 69.1 
7,167,938 6,738,717 6,264,118 4,715,147 3,408,151 
7,160,221 7,417,662 7,409,779 12,683,572 ‘11,695,088 
4,721,195 4,041,488 —« 3,670,204 + ~—=>-3,236,341 2,803,219 
12,844,662 12,068,054 «11,781,891 —- 10,612,839 8,827,744 
8,029,587 10,318,492 6,602,487 ie i 
40,523,603 40,584,413 35,728,479 31,247,899 26,734,202 
8,685 7,994 8,166 7,803 8,432 
8,049 8,049 8,049 8,049 8,049 
107.9 99.3 101.5 96.9 104.8 
112,000 112,000 112,000 96,900 88,350 
1,269 1,223 1,164 1,139 1,125 
162 159 157 153 124 
9,784 9,643 9,555 9,507 9,446 
199,764 199,687 203,447 205,705 207,629 
6,121 5,510 5,382 4,140 3,029 
44,199 46,652 47,196 82,899 94,315 
483 419 384 340 297 
64 60 58 52 43 
698 701 692 723 782 
ATS 399 382 356 362 
1.146 1.141 1.161 1.164 7.198 
1.544 1.550 1.565 1.647 1.761 
4,272.59 3,862.42 3,725.18 2,991.47 2,369.15 
18,232.44 18,608.04 18,035.94 29,478.58 34,175.68 
552.83 478.33 445.85 396.30 355.56 
99.27 93.67 90.65 84.98 74.87 
31.148 30.612 29.514 28.521 26.929 
§ 7,404,127 $2,252,766 $2,227,271 + § 2,141,322 $§ 1,722,171 
§ 4,423,587 $4,235,874  § 4,275,708  § 4,133,022 § 3,402,339 
$4,775,728  § 4,259,875  § 4,497,617  § 4,644,003  § 4,360,235 
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ROYAL SECURITIES 


Corporation Limited 


INFORMATION REPOR 


| AR3 3 QUEBEC NATURAL GAS CORPORATION March 5, 1968 
Long Term Debt, Bank Loans and Notes ...... $87,350,000 PE a 
Preferred, Cumulative Redeemable 
DeGO we SLOO UP AL: ere iaheie salee wats OR tetarels/ wile 'ses ss 100,000 shs 
Die a0ie SLOU para. rate... ve Rawaas elas, wjaisistenate 75,000 shs 
Commonistocks e565... sieve tilkelate she otehels Size Chaher 4's 3,556,330 shs 
Recent Price: 10% % Meh he Dividend: - Earnings: 23¢% 
Range 1967: 13% - 72 Yield: - P/E RATIO: 44.6 


The shares of Quebec Natural Gas represent a speculative and highly 
leveraged long-term investment subject to further dilution chiefly through new financing. 
The Company is under new management and controlled by Northern and Central Gas, which 
acquired about 65% of the outstanding common stock through a $14 per share tender offer 
in March of 1967. Profitable operations have advanced to a considerable degree from the 
early 1960's when net losses per share ranged from $3.04 (in 1961) to $1.71 Gn 1962). 


Quebec Natural Gas has changed its year end from June 30th to December 
31st as of 1967. In the full year just completed, gas sales revenues advanced 4.3% to 
$37.2 million of which 48% was marketed to residential customers. The improvement is 
expected to continue: the present daily contracted volume of 112,000 M.C.F. will be in- 
creased by 32,500 M.C.F. in November next, and thereafter the rate will advance annually 
until a 168,000 M.C.F. level is reached in 1972. 


Notwithstanding the sales increase, net declined in 1967. A combination 
of rising labor costs and interest charges, coupled with a lower return from the coke 
plant ($308,000 in 1967 versus $793,000 in 1966) affected profits. A rate adjustment 
effective January 1, 1968 will allow for an &.5Z% overall increase to sales charges. 


Capital expenditures in 1967 were $11.6 million (equivalent to $3.25 per 
share), and the Company plans to double that figure in 1968. The major portion of the 
1968 expenditures will apparently be aimed at replacing present distribution facilities. 
Aggressive efforts are being made to extend services into new housing developments. 

Some 4,224 new residential heating customers were added in 1967, and the objective for 
1968 is an additional 17,500 customers. 


The Company has recently announced an offer to buy all the proven gas 
reserves of Laduboro Oil and Gas. The purchase is also to include a gas distribution 
system operating in the Three Rivers area. The cost could be in the area of $950,000. 


The stock is highly leveraged with a debt-equity ratio of about 74:26. 
It appears reasonable to assume that continued expansion over the near-term will necessi- 
tate additional financing, and the current ratio indicates an equity issue. There are 
warrants outstanding which could cause a minor, 6% dilution to the common stock. 


Per Share 
Year End Total Operating Operating Price Range 
December 31 Revenue... _—-—__ Income Net Income Net Profit High Low 
(000) (000) (000) 

1967 $38,137 $6, 364 $1,778 $0.23 13% 7é 
1966 36,500 6,165 1,868 0.30 15 1/8 9% 
1965 ite Way | 6,607 7 ag ee 9 8 0.50 141/8 93 
1964 29,878 6,003 1,386 0.72 123 62 
1963 26,524 4,524 S1 0.05 8% 4.80 
* Year end changed to December 3lst effective 1967. 


WRH: eb 


While not guaranteed by us, information given herein has been compiled from sources believed to be reliable. 
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